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EXECUTIVE SUMMARY

This Stage Ill Decision addresses Rate Schedule 37 Stand-by Rate (RS 37) for FortisBC Energy Inc. (FortisBC) and
representsthe final stepin approving the rate. The Stage | Decision did notapprove RS 37 as proposed by
FortisBCbutincluded several determinations which setthe foundation forarevised RS 37 which FortisBC was
directedtofile (Revised RS 37 Filing). The Revised RS 37 Filingwastoincorporate the Panel’s Stage | findings.

In the Stage |l Decision, onthe Revised RS 37 Filing, attached to Order G-46-15, the Panel found that FortisBC’s
failedto design afunctional rate within the set of Panel recommended parameters. The refore, the Panel
prescribed the form of RS 37 which included the following key components: (i) Rate Schedule 31 (RS 31)
Contract Demand; (ii) Stand-by Billing Demand; and (iii) Stand-by Demand Limit which are normally negotiated
between the customerand FortisBC. The Panel also determined that the rate shouldincludea penalty
component; however, before approving the rate as final, the Panel sought further submissions onthe penalty.
FortisBCwas also provided an opportunity tocomment on the workability of the language directed in the Stage
Il Decision.

This Stage Ill Decision addresses the penalty and language submissions filed by the partiesin compliance with
Order G-46-15. It also addresses certain outstanding Celgar’s specificissues. The Stage |, Il and Ill Decisions are
meantto workin conjunction with each other.

The Penalty Component of RS 37

As a matter of principle, the Panel considers thata penalty provision, by its nature, should be punitive but not
unreasonably so. Therefore, penalties should be designed to discourage unauthorized use. In the Stage Il
Decision, the Panel put forward aPanel Proposed Penalty which included both an Energy Charge and Maximum
Billing Demand penalty.

Regarding the Energy Charge penalty, the Panel first directs thatit will apply to all Stand-by Energy taken during
a Stand-by Penalty Period. However, the Panel clarifies that the penalty will not apply to any energy taken up to
the RS 31 Contract Demand given that such is not Stand-by Energy.

As a clarification forthe Maximum Billing Demand penalty, the Panel determines thatthe maximum demand
recorded duringa Stand-by Penalty Period, and not just the excess, will be usedinthe calculation of the current
billing periods RS 31 Billing Demand. Furthermore, the maximum demand recorded during a Stand -by Penalty
Period will notsetaRS 31 ratchetthat would applyin future billing periods.

With these clarifications, the Panel approvesits Energy Charge and Maximum Billing Demand penalty as put
forwardinthe Stage Il Decision as no party has taken exceptiontoit.

Finally, the Panel considered unusual or extreme circumstances under which the penalty would be waived. The
Panel determines that the circumstances to have the penalty waived can only be applicable to Back-Up Service
when the customerhas exceeded its allotment of 876 hours per calendaryear or when the customerfails to
provide notification as perSpecial Provision 4of RS 37. In those cases, the Panel determines, the penalty will be
waived underthe following circumstances:

(i)



i.  Anextreme orunusual circumstance as identified in the force majeure provisioninthe FortisBC’s
approved tariff, Section 11.4limits the self-generation of the customer; or

ii.  Atemporaryreductionincustomergeneration, asaresponse toa systemissue onthe FortisBC's
system, which takes the customer’s generation off-line.

Tariff Sheets and Draft Tariff Language

Based on the submissions received, the Panel incorporates certain revisions suggested by FortisBC and approved
onerevision suggested by Celgar given that FortisBCendorsedit. The Panel also directed that certain
housekeepingrevisions be made to the final tariff sheets.

Final Approval of RS 37
The Panel approves the final form of Rate Schedule 37 Stand-by Service, subject to the changes directed in this
Decision, effective the date of this Decision.

Celgar Specificlssues

In the Stage |l Decision the Panel encouraged FortisBCand Celgarto negotiate and agree to the Three RS 37
Components, namely: RS 31 Contract Demand, Stand-by Demand Limit and Stand-by Billing Demand. The parties
mettwice in April 2015 but were not able to come toan agreement.

Based on the status reports filed with the Commission, and the Panel’s rationalefor the RS 37 design, the Panel
sets Celgar’s RS 31 Contract Demand at 3 MVA as itis the highestamount that Celgarrequested and FortisBC
agreedto provide. Both parties agree that Celgar’sload is 45 MVA. Given the Panel’s determination of Celgar’s
RS 31 Contract Demand as 3 MVA, the Stand-by Demand Limitis, therefore, set at 42 MVA.

Consequently, the only remaining componentto be agreed to by parties, ordetermined by the Panel, isthe
Stand-by Billing Demand. To further facilitatethe progress on negotiations, the Panel then makes additional
determinations related to two matters.

Operating Reserves
Theissue of whether Celgaris providing an Operating Reserve service to FortisBC (and if so, how Celgarshould

be compensated) isdetermined to be out of scope of this proceeding. The secondissue relates to the provision
of Operating Reserveservices by FortisBCto Celgar when Celgaris taking service under RS 37 and potential
chargesrelatedtoit. The Panel considers that thisissue could be within scope of this proceeding but requires
furtherclarification fromthe parties.

By-pass Options
The Panel determines that it will not considerany by-pass options available to Celgarin the eventitisrequired

to set Celgar’s Stand-by Billing Demand.



FortisBC request for further process

In its submission FortisBC pointed out that due to the evolution of the evidentiary record itrequires an
opportunity toaddress (i) issues that have arisen through the Stage |l Decision (ii) issues that crystallized
through the course of negotiations; and (iii) issues that may be raised by Celgar. The Panel agreesand
determinesthatallowing FortisBCand Celgar an opportunity to make a further final submission on the Stand -by
Billing Demand and providing FortisBC with an opportunity to reply would ensure procedural fairnessis met. In
addition, the Panel requests the parties toaddress specificlist of issues related to Operating Reserves.

In conclusion, the Panel again urges the parties to negotiateand agree on this one lastcomponent, asa
negotiated agreement would be preferableto the Commission. If the parties cannot reach an agreement, they
are requested to advise the Commission onthe outcome of the negotiations as part of the submissions made in
accordance with the regulatory timetable providedin the order.

(iii)



1.0 INTRODUCTION

Stage |
On March 28, 2013 FortisBCInc. (FortisBC orthe Company) filed an application for approval of anew set of

rates, including a Rate Schedule 37 Stand-by Service Rate (RS 37), for its transmission voltage customers
(Original Application). The British Columbia Utilities Commission (Commission) issued its decision on the Original
Application by Order G-67-14 (Stage | Decision) on March 26, 2014.

The Stage | Decision did notapprove RS 37 as filed by FortisBCbut it did make several determinations regarding
the rate which were to setthe foundation forthe final rate. The Panel directed FortisBCto file with the
Commission arevised RS 37 incorporating the findings in the Stage | Decision (Revised RS 37 Filing).

The Stage | Decision also addressed certain Zellstoff Celgar Limited Partnership (Celgar) issues. Specifically, the
Panel directed FortisBCto file in conjunction with the Revised RS 37 Filing, an appropriate RS 31 Contract
Demand and an appropriate Stand-by Contract Demand for Celgar.

Stage Il
OnJune 26, 2014, FortisBCsubmitted the Revised RS 37 Filingin compliance with Order G-67-14.

On March 24, 2015, the Panelissued its decision onthe Revised RS 37 Filing by Order G-46-15 and attached
Reasons (Stage Il Decision). The Stage Il Decision approved the form of RS 37 and established, among other
things, the following three RS 37 components: (i) RS 31 Contract Demand; (ii) Stand-by Billing Demand (SBBD);
and (iii) Stand-by Demand Limit (SBDL) (Three RS 37 Components) which are normally negotiated between the
customerand FortisBC. However, the Commission’s approval was subject to the Panel approving a penalty
componenttothe rate which required the Commissionto seek further submissions fromthe parties (Penalty
Submissions) pursuantto Order G-46-15, Directive 3. The Panel also provided FortisBC with an opportunity to
commentonthe workability of the language directed by the Panel in the Stage Il Decision (Language
Submissions) pursuantto Order G-46-15, Directive 2.

In the Stage |l Decision, the Panel urged FortisBC and Celgar to negotiate and agree to the Three RS 37
Componentsreflectingthe principles outlined in the Stage Il Decision and asked the parties to advise the
Commission of the outcome of their negotiations.

The Panel stated in the Stage Il Decision thatit would issue afinal determination on RS 37 after consideringthe
Penalty and Language Submissions.

Stagellll
This Decision (Stage |ll Decision) addresses the Penalty and Language Submissions in compliance with Order

G-46-15 and certain Celgarspecificissues. The Stage |, Il and Il Decisions are meantto workin conjunction with
each other.



2.0 PENALTY — COMPLIANCE TO ORDER G-46-15, DIRECTIVE 3
2.1 Background - Stage | and Il Decisions

The Stage | and Stage |l Decisions approved certain components of RS 37 including limits on the availability of
RS 37 service. Specifically, Back-Up serviceis limited to 876 hours per calendaryear inaccordance with the
notification requirements outlined in RS 37 Special Provision 4. Maintenance Service must be scheduled 30days
inadvance and cannot exceed 6 occurrences and 60 daysina calendaryear. Further, thereisa general limiton
the Maximum Level of Stand-by Service allowed under the rate.

In the Stage Il Decision, the Panel determined that when acustomeristaking service in excess of its allowed
Maximum Level of Stand-by Service, oris not eligible for either Maintenance Service or Back-Up Service on the
basis of the limits established in RS 37, the customer will be still deemed to be taking service under RS 37;
however, apenalty will apply. Service taken underthese conditionsis known as a “Stand -by Penalty Period” and
the conditions underwhich thisserviceis providedis setoutin Special Provision 7to RS 37.

In the Stage Il Decision, the Panel found that there was insufficient evidence onthe record to determinewhat
the appropriate penalty should be. In orderto gatherthe appropriate evidence, the Panel provided the parties
with an opportunity to make a Penalty Submission on a penalty proposed by the Panel whichincluded both an
Energy Charge and a Maximum Billing Demand penalty (Panel Proposed Penalty), orto propose an alternate
penalty. The Commission also invited the parties to make submissions on any unusual or extreme circumstance
underwhich the penalty would be waived.

The Panel Proposed Penalty:

Energy Charge:
In the hour, the customerwill be billed forthe Energy Charge underRS 37 except for Energy Charge (a)
which shall be the greater of $1,000, $50/MWh or 150 percent.

Maximum Billing Demand:
Special Provision 3(a) of RS 37 which insulates the customer from beingbilled for the maximum demand
duringthe billing period should notapply.

The Commission received submissions from FortisBC, the British Columbia Old Age Pensioners’ and Seniors’
Organization etal. (BCOAPO) and Celgarand a reply from FortisBC.
The Panel will address the penalty inthe following sections:

o EnergyCharge:Section2.2.1

o Maximum Billing Demand: Section 2.2.2

o0 Unusual or Extreme Circumstances: Section 2.2.3



2.2 Penalty Submissions

FortisBCsubmitsthatitis supportive of including a penalty provisionin RS 37 and acknowledges thatonce a
customer has contracted fora given levelof service, excursionsinload above the amount of power contracted
for be discouraged and that this be accomplished by means of afinancial disincentive. FortisBC state s that the
penalty should send a price signal to self-generating customers that will encourage such customers to negotiate
the RS 31 Contract Demand and SBDL to reflectthe customer’s actual requirements and thatin order to provide
areal disincentive to exceeding the contractual supply limits, the penalty must be sufficiently high to cause
financial discomforttothe customerin question. FortisBCadded that the amountshould be punitive but not
unreasonably so.’

FortisBCfurthersubmits that while providing some clarification, FortisBC generally supp orts the Panel Proposed
Penalty, and states: “FortisBC has examined tariffs offered by other utilities for similar service s and finds that the
suggested penalty isin substance consistent with many of those reviewed.”?

BCOAPO submits that overall itagrees with FortisBCthat the Panel Proposed Penalty should be approved and
agrees with FortisBC regarding the circumstance underwhich it should be waived.?

Celgar provides unqualified support for the Panel Proposed Penalty; however, it submits that FortisBC’s
suggested clarification should not be adopted by the Commission.*

2.2.1 EnergyCharge
2.2.1.1 FortisBCsubmission

In regard to the Energy Charge component of the Panel Proposed Penalty, FortisBC states that other than
providing clarifying language in the tariff it has no further suggestions.”

FortisBC proposes that Special Provision 7 should include clarifying language. In particular submitting that
sample calculations, as provided by FortisBC, should be included in the tariff toillustrate specifically how the
Energy Charge penaltyis calculated. The sample calculations provided by FortisBCillustrate that the penalty
appliestothe fullamount of energy taken in the Stand-by Penalty Period and is notlimited to the incremental
energy over what would normally have been allowed outside of a Stand-by Penalty Period.

2.2.1.2 Celgarsubmission

Celgarsubmits that FortisBC's suggested qualification (i.e. thatit appliesto all the full amount of energy) should
not be adopted by the Commission. In Celgar’s view, the FortisBC qualification renders the Panel Proposed

! Exhibit B-37, pp. 2-3.
2 Ibid., p. 4.

% Exhibit C4-20, p. 3.

* Exhibit C2-33, p. 4.

> ExhibitB-37,p. 7.



Penalty unfairto self-generation customers, and inappropriately changes the balance of interests that was so
carefully considered by the Commission.®

Celgarfurther submits that:

In Celgar’s view the Proposed [Panel] Penalty was meantto, and should, only apply to energy
that exceeds energy associated with the maximum level of demand underRS 31 and RS 37. In
otherwords, the Proposed Penalty should only apply to energy that exceeds energy as sociated
with demand that FortisBCis requiredto provide underRS 31 and RS 37. Celgar submitsthat
once FortisBC contractually commits to providing a certain level of energy and capacity, such
energy and capacity should not be subjectto the Proposed [Panel] Penalty.’

2.2.1.3 FortisBCreply submission

FortisBCrepliesto Celgar’s submission that the Proposed Panel Penalty should only apply to energy that exceeds
energy associated with demand that FortisBCis required to provide under RS 31 and RS 37 stating “... Celgar’s
assertion ...is not consistent with the Commission’s proposal.” FortisBC provides the following evidence in
supportofits position:

In Section 5.4 of the Stage Il Decision, the Commission indicates that when the penaltyisin

effect,
In the hour, the customerwill be billed forthe Energy Charge underthis rate schedule
exceptfor Energy Charge (a.) which shall be the greater of $1,000, $50/MWh or 150
percent;and... [underline added]

Thereis no indication that the penalty will only be applied to a portion of the energy taken

underthe rate schedule.?

FortisBC further submits that:

The Company believes that the language proposed by the Commissionis clearastointent, but
that the intent was not clearly captured in the calculation methodology of the energy charges
generally, and that the specificcalculationsinvolved in the penalty oughtto be included as
suggested by the Company.

A penalty provision, by its nature, should actually be punitive, though as FBC notedinits April 9
filing, itdoes not believe it should be unreasonably so. From this perspective, and given the
nature of whata penaltyis, it makes sense thatwhen a customerisina penalty condition, all
Stand-by Energy taken during a stand-by periodis subjectto a higherrate. If the penalty rate
were only apply to what would naturally be avery small amount of powertaken above the sum

® Exhibit C2-33, p. 4.
"Ibid., p.5.

8 ExhibitB-40, p.5.



of the RS31 Contract Demand and the Maximum Level of available Stand-by Service, it would
amount to virtually no difference to the customer, and thus to no penalty atall.’

Commission determination

First, the Panel wishes to highlight that nothingturns on the language providedinthe Panel Proposed Penalty.
The Panel simply provideditto give the parties asuggested penalty to consider. The Panel was clear that the
parties were free to propose alternate penalties for consideration.

The Panel agrees with FortisBCthat a penalty provision, by its nature, should be punitive but, does not believe it
should be unreasonably so. From this perspective, and given the nature of what a penaltyis, the Panel finds that
itisappropriate that whena customeristaking service during a Stand-by Penalty Period, all the energy taken
would be subjecttothe higherrate.

The Panel has already approved areasonable level of Back-Up Stand-by Service (876 hours per annumor 10
percent of total hours peryear); therefore, acustomershould reasonably be able to avoid incurring a penalty if
it has appropriately negotiated it RS 31 Contract Demand and it SBDL. In light of this, the Panel considers that
the purpose of the Energy Charge penalty should be to discourage unauthorized use and notto merely generally
reflect FortisBC's incremental energycosts.

For these reasons, the Panel directs that the penalty under Special Provision 7 will apply to all energytaken
during a Stand-by Penalty Period; however, the Panel wishes to clarify that the penalty will not apply to any
energy taken under the RS 31 Contract Demand given that such is not Stand-by Energy. The Panel determines
the Panel Proposed Penalty relating to the Energy Charge is acceptable as no parties have taken exceptionto
it. Further, the Panel agrees with FortisBC that the penalty language in the tariff should be explicit enough to
be clearand not ambiguous and should include the sample calculations as provided by FortisBC.

The Panel finds that Special Provision 7 should include the following Energy Charge penalty:
In a Stand-by Penalty hour:

a. RS 37Energy Charges (i) is to be replaced with:

The hourly per kWh price forthe hourin which the Stand-by Energy is taken by the Customer is the

greaterof:
i S$1,000
ji. S50/MWh calculated as:

((Stand-by Energy x (1+loss rate %)) x (.05 + 0.0040)) *1.10

jii. 150 percent of the energy charge that would have resulted under the calculation of RS 37 Energy
Charge (i) in this rate schedule calculated as:
[((Stand-by Energy x (1+loss rate %)) x ((Mid-Cx 1.5) + 0.0040))] *1.10

° Exhibit B-40, p. 4.



2.2.2 Maximum Billing Demand

2.2.2.1 FortisBCsubmission

FortisBCis also supportive of the Panel’s Proposed Penalty relating to the Maximum Billing Demand. FortisBC
submits that:

Special Provision 3(a) has the effect of preventing the maximum demand recorded whiletaking
service during a period of stand-by service from being used in the calculation of Billing Demand
inRS 31. As such, were the penalty provisionin effect [underthe Panel Proposed Maximum
Billing Demand Penalty], the maximum demand recorded while taking service during a period of
stand-by service would be used inthe calculation of Billing Demand [in RS 31]. The Company
furtherunderstands that this maximum demand will not be used to determineBilling Demand
based on a ratchetin a future billing period.™

2.2.2.2 Celgarsubmission

Celgar submits that the Maximum Billing Demand applied to RS 31 should be limited to the excess demand and
not the total demandinthat hour.

Celgarsubmits that:

..when Special Provision 7applies, charges...will include both penalties on hourly Mid-C prices,
which ‘account’ for demand charges by function of the energy charges being based onthe spot-
market, and RS 31 demand charges.™

Celgarfurthersubmits that:

In almostall circumstances currently contemplated by Celgar, it will be in Celgar’s economic
intereststo stop production before Special Provision 7 applies. Moreover, given the magnitude
of the penalty, Celgar will likely exercise caution and stop production some time before Special
Provision 7 mightapply.*

2.2.2.3 BCOAPO submission

BCOAPO agrees with FortisBCthat the penalty should provide areal incentive for customersto:i) negotiate
appropriate RS 31 Contract Demand and SBDL and ii) operate within their contracted supply limits. >

However, BCOAPO requested further clarification from the Commission regarding the application of Special
Provision 3(a). BCOAPO acknowledges that FortisBC has suggested adding additional language to clarify that the

% Exhibit B-37, p. 5.
" Exhibit C2-33, p. 5.
2 bid.

B Exhibit C4-20, p. 2.



maximum demand underaStand-by Penalty Period will not setaratchet that will be usedinthe calculation of
RS 31 Billing Demand in future billing periods; however, BCOAPO also notes that it may have beenthe Panel’s
intention thatthe ratchetdidinfact apply to future billing periods and requests Commission clarification on this
. 14

issue.

2.2.2.4 FortisBCreply submission

FortisBCacknowledges BCOAPO’s comments regarding whether or not the ratchet did in fact apply to future
billing periods and submits that it would be in agreement with either interpretation.*®

Commission determination

All parties agree that the protection afforded by Special Provision 3(a) *® should not apply during a Stand-by
Penalty Period. However, Celgar considers that the protection should only apply to the excess demand and not
the total demandinthat hour. For the same reasons as provided in determining the appropriate Energy Charge
penalty, the Panel disagrees with Celgarand determines that the maximum demand recorded during a
Stand-by Penalty Period, and not just the excess, will be used in the current billing period’s calculation of
the RS 31 Billing Demand.

In regard to clarification regarding whether the maximum demand recorded during a Stand-by Penalty
Period will set a ratchet that will be used in the calculation of RS 31 Billing Demand in future billing
periods or not, the Panel determines that it will not apply in future billing periods. Asstated previously, the
Panel finds that the penalty provision should be punitive but not unreasonably so. From this perspective, and
given the nature of what a penalty is, the Panel finds that applying the maximum demand recorded during a
Stand-by Penalty Period to future billing periods would be unreasonably punitive.

Accordingly, the Panel finds that Special Provision 7 should include the following Maximum Billing Demand
penalty:

In a Stand-by Penalty hour:

b. Special Provision 2 does not apply. The maximum demand recorded in the hourduring a
Stand-by Penalty Period willbe used in the calculation of Billing Demand in RS 31 but will not
set a ratchet that will be used in the current billing period’s calculation of Billing Demand
under RS 31 in future billing periods.

The Panel notes that due to further housekeeping changes to the RS 37 tariff pages set out in Section 3.1.2.1
of this Decision the numbering of Special Provision 3(a) has changed to Special Provision 2.

% Exhibit C4-20, p. 3.
' Exhibit B-40.
' Numbe ring of Special Provision 3.1 changed to Special Provisionas determined in Section 3.1.3 of this Decision.



2.2.3  Unusual or Extreme Circumstances

In accordance with Special Provision 7, there are three circumstances which could cause a customerto enter
into a Stand-by Penalty Period:

o takingserviceinexcessofits RS 31 Contract Demand plus the Maximum Level of Stand-by
Service; or

o noteligible for MaintenanceServicedue tothe restrictions definedin RS 37; or

o noteligible for Back-Up Service due to the restrictions defined in RS 37.

The Panel will first address which of these circumstances are considered extreme or unusual circumstancesin
Section 2.2.3.1 and will then address what exclusions apply to those circumstances in Section 2.2.3.2.

2.2.3.1 Circumstances

With regard to the circumstance underwhich the penalty could be waived, FortisBC notes that the penalty
comesinto effectunderthree circumstances:

1. Where the customer’s demand exceeds the sum of the customer’s RS 31 Contract Demand and
Maximum Level of Stand-by Service.

2 Where the customer has exceeded its allotment of 876 hours per calendaryear of Back-Up supply.

3. Wherethe customerfailsto provide notification for Back-Up service as per Special Provision 4 of
RS 37.

FortisBC submits:

..that exclusion to the penalty provision should be provided in extreme orunusual
circumstancesin the cases numbered 2 and 3 above, but not in case number 1. In case number
3, the extreme or unusual circumstance may prevent the customerfrom providing notice within
the required timeframeforasingle occurrence. In case number2, the extreme orunusual
circumstance may cause the customerto require Stand-by service thatinthe absence of the
extreme orunusual circumstance it would not require and consume available hours of the
Stand-by allotment thereby causing the customertoenterinto a prolonged period of service
pursuantto the penalty.

No exclusion should be providedin case number1as the root cause of the penaltyis not
extreme orunusual circumstance, but ratheris the fact that the Stand-by Demand Limit has
beensetbelow the level required to serve the customer’sloadin the event of ageneration
failure.'’

Y Exhibit B-37, p. 8.



BCOAPO submits:

..thatit agrees with FBCregardingthe circumstances underwhich the penalty should be
waived. Specifically, forthe reasons given by FBC, a penalty should not be waived merely
because a customer has contracted for insufficient supply to meetits load. Waiving the penalty
insuch circumstancesis contrary to the purpose and weakens the effect of havinga penalty. *®

In regard to the circumstances under which the penalty would be waived Celgar does not agree thatthe
extreme orunusual circumstances should be limited to certain situations as proposed by FortisBC. **

Commission determination

In regard to a Stand-by Penalty Period being triggered when a customerrequires serviceisin excess of its RS 31
Contract Demand plus the Maximum Level of Stand-by Service the Panel agrees with FortisBCthatrequiring
excess services underthese circumstances would be caused by the SBDL being set below the level required to
serve the customer’sloadinthe eventof a generation failure. The Panel also agrees with BCOAPO's
characterization thata penalty should not be waived merely because a customer has contracted for insufficient
supply to meetitsload. Waiving the penalty in such circumstancesis contrary to the purpose and weakens the
effect of havinga penalty. As such, the Panel finds no reason why the penalty should be waivedin any
circumstance where the customer’s demand exceeds the sum of the customer’sRS 31 Contract Demand and
Maximum Level of Stand-by Service available underRS 37.

The Panel also notes that there would not be a circumstance, nor has anyone identified such acircumstance,
where the penalty should be waived in regards to Maintenance Service. Therefore, the Panel finds noreason
why the penalty should be waivedin any circumstance where the customer is off side with the Maintenance
restrictionsset outin RS 37.

Therefore, the Panel determines that the potential to have the penalty waived is only be applicable to
Back-Up Service consistent with what has beenidentified by FortisBCas case numbers 2 and 3.

2. Where the customer has exceeded its allotment of 876 hours per calendar year of Back-Up
supply; or

3. Where the customer fails to provide notification for Back-Up service as per Special Provision 4
of RS 37.

'8 Exhibit C4-20.
Y Exhibit C2-33, Appendix A.
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2.2.3.2 Exclusions

Fortis BC submits:

a. Theextreme orunusual circumstances should mirrorthose that already appearinthe force majeure
provisioninthe Company’s approved tariff, Section 11.4, and must occur insuch a way as to limitthe
self-generation of the customer.*

b. Inaddition, penalty chargesshould be waivedinthe case where atemporary reductionin customer
generation occurs as an automated response to a FBC system issue that takes the customergeneration
off-line but the loss of customer generation was beneficial to help preserve system reliability. **

BCOAPO also submits that:

..thereisno reason (otherthanthat notedin FBC Submission...namely when areductionin
customergeneration occurs as an automated response to an FBC systemissue) why extenuating
circumstances should be defined any differently than as would apply under other applications of
the Company’s tariff as set out in the approved force majeure provision.”

Celgarsubmitsthatit does notagree with FortisBC’s limited application of ‘What’ would constitute an extreme
or unusual circumstance. Celgar submits that:

The application of the Proposed Penalty should not extend to circumstancesin which Celgar has
prudently operated the generation plantandincurred costs arising from the loss of generation
output. Adopting the same approach as advocated by FortisBC with respecttoits PBR Plan, all
losses of generation output outside of the control of management are by definition prudently
incurred costs. Celgar respectfully submits that the requirements of Celgarto operate its
generation should be no more stringent than those thatapply to FortisBC. For that reason, the
Proposed Penalty should notapply in circumstances that are beyond the control of Celgar.?

Celgargoeson to provide alist of five very broad items where the penalty would notapply and provided the
following draft tariff language to reflect its position:**

The Company will waive the penalty in the event of extreme or unusual circumstances or
events-beyond the reasonable control of the customer, leading to shut-down or curtailment
of generation output including, without limitation, any of: (i) economic circumstances
leading to business operation shut-down or curtailment; (ii) safety related shutdowns or
curtailments of ‘generation output; (iii) unexpected equipment failure not caused by
intentional failure to maintain; (iv) damage to plant or equipment from fire, explosion, the
elements, sabotage, earthquake, insurrection, war, flooding or other act of god or natural
disaster; and (v) business operation or generation output shut-down or curtailment
resulting from strike, lock-out or other work stoppage (the "Waiver Events").

20 . . . . . ; .
Section 11.4includes the followingextre me or unusual circumstances: ...damage to its works from fire, explosion, the elements,

sabotage, actof God orthe 31 Queen's enemiesor from insurrection, strike, or difficulties with workmen...
21 L e
ExhibitB-37,p. 8.

22 Exhibit C4-20, p. 3.
2 Exhibit C2-33, p. 7.
2 Ibid., Appendix A.
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In regard to FortisBC’s exclusion b., Celgar submits that ...in the situation of atemporary reduction in customer
generation that occurs as a response to a FortisBCsystemissue, the exclusion should not be limited to “when
the loss of customer generation was beneficial to help preserve system reliability” as suggested by FortisBC.*

In regard to the five circumstances identified by Celgar, FortisBC submit that:

Back-Up serviceisintended to applyin cases where there isan unscheduled outage to customer
generation. Such outages may occur whetherornot a customersuch as Celgar “has prudently
operated the generation plant”, or whetherthey are, “..beyond the controlof Celgar.”*°
“Turning to the examples cited by Celgar, certainly, “...a safety issue such as a water leak in the
recovery boiler and operations is executing an emergency shutdown of the boiler...” or, “...a
catastrophic failure of a piece of equipmentthat causes a loss of generation...” are precisely why
the customer has contracted for the availability of Stand-by Service.”’

FortisBC comments on Celgar’s proposed language submitting thatit “is far more likely to require further
Commissioninvolvementin settlingwhether or not exclusion to the penalty provisionis warranted on any given

occasioninthe future.”?®

Commission determination

In regard to the five circumstances identified by Celgar and its suggested tariff language, Celgar’s point (i) has
beenaddressed by FortisBCand is discussed by the Panel below. Inregards to points (ii), (iii)and (v), the Panel
agrees with FortisBCthat these are events consistent with the nature of Back-Up Stand-by Serviceand are not
unusual orextreme events. The discount on the stand-by wires charge (SBBD) compared to full service
customers reflects occasional network use by self-generating customers resulting from generator outages and
maintenance. The Panel finds thatitems (ii), (iii)and (v) on Celgar’s list are reflective of this occasional use, and
so are not considered unusual or extreme circumstances forthe purpose of determiningif the penalty should be
waived.

Further, the Panel does not considerthatitem (iv) on Celgar’slist reflects occasional network use due to
generator outages and maintenance. However, this does not mean thatit should be considered an unusual or
extreme circumstance forthe purpose of determiningif the penaltyshould be waived. Wherea customeris
requesting temporary service from FortisBCto assistin a mill start-up, the nature of this service istemporary
service ratherthan stand-by service. FortisBCshould treat Celgarin a consistent manner with other customers
requestingtemporary service. This type of service should therefore not be considered an unusual or extreme
eventforthe purpose of determiningthe penalty.

2 Exhibit B-37, p. 8.
%8 Exhibit B-40, p. 7.
77 Ibid., p. 8.
% bid., p.7.
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FortisBC proposes thatthe penalty be waived undertwo circumstances a) force majeure provision as set outin
FortisBC's approved tariff, Section 11.4; and b) where atemporary reduction in customer generation occurs as
an automated response to a FortisBCsystemissue.

In regard to FortisBC’s proposed a) exemption the Panelagrees with FortisBCand BCOAPO that extenuating
circumstances should be defined as they would apply under otherapplications of the FortisBC’s tariff as set out
inthe approved force majeure provision. In regard to FortisBC’s proposed b) exemption, the Panel agrees that
the penalty should be waived insituations where atemporary reductionin customer generation occurs as an
automated response to a FortisBCsystemissue and Celgaralso agrees. However, as Celgar has appropriately
pointed out FortisBC has qualified this event by requiring that the loss of customer generation has to have been
beneficial to help preserve FortisBC's system reliability. The Panel agrees with Celgar that this furtherrestriction
is not fair. If FortisBC's system causes a customerto require Back-Up service the customer’s generation should
not have to have been beneficial to FortisBCin order to have the penalty waived.

The Panel determines that the penalty will be waived when Back-Up Service is taken in excess of the
calendar year hourly limit or when Special Provision 4 has beenviolated under the following
circumstances:
o an extreme or unusual circumstance as identified in the force majeure provisionin FortisBC’s
approved tariff, Section 11.4 limits the self-generation of the customer; or

o atemporary reductionin customergeneration, as a response to a systemissue on FortisBC’s
system, which takes the customer’s generation off-line.

The Panel finds the following language should be included in Special Provision 7:

When Back-Up Service is taken in excess of the calendar year hourly limit or when Special
Provision 4 has been violated the Company will waive the penalty under the following
circumstances:

a. Anextreme orunusualcircumstance as identified in the force majeure provision in the Company’s
approved tariff, Section 11.4 limit the self-generation of the Customer; or
b. Atemporary reduction in customer generation, as a responseto a systemissue onthe Company’s

system, which takes the Customer’s generation off-line.

2.2.3.3 Timingofevents

Celgarsubmits that:

...in each such circumstance, the event that caused the generationinterruption should be
recognizedifithappenedatanytimeinthe year, regardless of whenthe consequences occur.
Forinstance, if the eventoccurredin the first month of the year and the Proposed [Panel]
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Penalty would otherwise apply due to accumulation sometime laterin the year, such later
triggershould not attract the Proposed [Panel] Penalty. A penalty should not apply to an event
that would not have attracted the penalty butforan earliereventthat was not withinthe
control of the customer.”’

Celgaralso provided draft tariff language to reflectits position.*
Commission determination

The Panel acknowledges Celgar’s concern regarding the timing of an event that resultsinthe penalty being
waived and notesthat FortisBCinits reply submission did not comment on Celgar’s concern.

The Panel agrees with Celgar’s position; however, the Panel does not approve the language as suggested by
Celgar. Rather, the Panel directs FortisBC to include language in Special Provision 7 to ensure that, when
determiningif the penalty should be waived, the event which caused the generationinterruptionis
recognizedif it happened at any time in the year, regardless of when the consequences occur.

2.2.3.4 Use of the word “may”

Celgarfurthersubmitsthat FortisBC’s use of the word “may” in Special Provision 7is not appropriate and should

be replaced with “will.”*!

FortisBCsubmitsinitsreply that “...the Company’s use of ‘may’ in drafting of the Special Provision was notdone
with anyintentto reduce the opportunity foracustomerto seek an exclusion. FBC has no objectionto ‘shall’ or
‘will’ being used in place of ‘may’...”**

Commission determination

The Panel agrees with Celgar that the rate schedule should read “shall” or “will” and notes that FortisBC has
no objection to this change. Therefore, the Panel finds that Special Provision 7 is to include “will” instead of

" »n

may.
2.3 Celgar’s request for further process

By way of Order G-46-15, the Commission established aregulatory timetable for the filing of the Penalty
Submissions. The regulatory timetable provided for FortisBC to make a submission and then allowed the
intervenersafurther week to make their submission in consideration of FortisBC’s submission. FortisBC was
provided an opportunity toreply.

2 Exhibit C2-33,p. 7.

* bid., Appendix A.

3 Exhibit C2-33, AppendixA.
*? Exhibit B-40, pp. 6-7.
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Celgar submits that:

Nevertheless, notwithstanding the above concerns, Celgar accepts the Proposed Penalty (inthe
form proposed by the Commission) asitrepresents agood faith attemptto resolve one of
Celgar's many impasses withits utility. However, Celgar would like the opportunity to request
furtherconsideration of the Proposed Penalty by the Commission, and to provide more in-depth

submissions, inthe eventthatthe Commissionis considering applying the amended penalty
provisionto energy, orto exceptional or unusual circumstances, in the manner proposed by
FortisBC.** [underline added]

Commission determination

The Commission denies Celgar’s request for further process given that Celgaralready had an opportunity to
respond to FortisBC’s proposed penalty and should not be entitled toreserve the right for further
consideration once the Commission has made its determination.

3.0 LANGUAGE - COMPLIANCETO ORDER G-46-15, DIRECTIVE 2

Appendix A of the Stage |l Decision included draft RS 37 tariff sheets reflecting the languagedirectedin that
Decision. Given the extent and nature of the directed changes, the Panel determined that FortisBC should be
given an opportunity tocommentonthe final RS 37 directed language, and to propose alternate languageif it
findsitto be unworkable. The Panel stressed that the language directed in RS 37 may be subjectto change but
the contentand intent thereof was determinative.

On April 14, 2015, FortisBCfiledits comments on the draft RS 37 tariff language (Language Submission). The
Panel addressed FortisBC's submission and associated language relating to Special Provision 7 (penalty) in
Section 2.0 of this Decision and will notaddressit further. The Language Submission alsoincluded afinal version
or Rate Schedule 31 (RS 31) amended for the Stage Il directives as well as a copy of a draft General Service
Agreement (draft GSA). Celgarinits Penalty Submission alsoincluded revision to the form or RS 37.**

The Panel will address Compliance to Order G-46-15, Directive 2in the following sections:
o Language Submissions: Section 3.1
o Finalapproval forRS 31: Section3.2

o Draft General Service Agreement: Section3.3

3 Exhibit C2-33, p. 6.
*Ibid., p.8.
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3.1 Language Submissions

3.1.1 Celgar'srequested revisions

In response to Celgar’s revision to the form of RS 37, FortisBC, inits Reply Submission to the Penalty, stated the
following:

Celgar has taken the opportunity to also provide comment on the Commission’s draft RS 37
beyond the penalty provision.... Itfollows that the Company believes that the edits suggested by
Celgarinthese matters are not necessary, and are also inappropriate given the required
submissions as laid outinthe regulatory timetable.

This beingsaid, with respect tothe substance of Celgar’s suggestion that RS 31 charges be billed
accordingto actual metered RS 31 consumptioninaportion of an hour...FBC has no particular
objection. This can be accomplished with existing metering. Therefore, the smallchanges this
would promptto the RS 37 rate schedule (by adding ‘or metered portion thereof’, where
requiredinthe Energy Charges section) are reasonable.®

Commission determination

The Panel observesthat, though uninvited to do so, Celgartook the opportunity to suggest revisions on the
Commission’s RS 37 language beyond the penalty provision. However, the Panel also notes that FortisBChas no
particular objectionto RS 37 includinglanguagethat establishes energy charges be billed according to actual
metered consumption “inaportion of an hour.” FortisBC has confirmed that this can be accomplished with
existing metering and no other party objected to adding this additional language.

Therefore, the Panel directs FortisBCto reflectinthe RS 37 tariff sheets that RS 31 charges be billed according
to actual metered RS 31 consumptionin a portion of an hour. The Panel has not considered any other
revisions suggested by Celgar as neither Celgar, nor any other intervener, were invited to make such
comments.

3.1.2 FortisBC's requested revisions

FortisBCinits Language Submission states that the commentsit provides, and the editsitis suggestingtothe
Draft RS 37 are intended only to clarify and enhance the practicality of the rate scheduleforbilling purposes.
FortisBCtook the approach of providing comments by embeddingthem in ablack lined version of the rate
schedule (Revised RS 37).

3.1.2.1 Housekeepingrevisions

The Panel reviewed the FortisBC's Revised RS 37 and notes that the majority of the revisions are housekeeping
in nature; however, the Panelfinds thatthe changes relatingtothe Energy Charge are more substantivein
nature and has therefore addressed those separatelyin Section 3.1.2.2.

* Exhibit B-40, p. 8.
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Commission determination

In regard to FortisBC’s proposed housekeeping revisions, the Panel approves the following:
e Movingthe definition of Back-Up Service and Maintenance Service to the Definition section;
¢ Addingthe definition for a Stand-by Period to the Definition section;
e Addingin a definition for Customer to the Definition section and capitalizing the term throughout;
¢ Adding ‘in any hour’ to the definition of Maximum Level of Stand-by Service;
e Changing ‘rate’ to ‘rate schedule’ where necessary;

e Addinglanguage to the Stand-by Demand Limit definition and the Stand-by Billing Demand to be
consistent with the Stage Il Decision and other parts of RS 37;

e Changing Commission to BCUC;
e Adding“RS 37” in front of the Energy Charge for clarity; and

e Various minor formatting changes.

Appendix A of this Decision includes asample RS 37 tariff reflecting the approved housekeeping revisions which
have been made to the drafttariffincludedinthe Stage Il Decisions. The Panel directed language changesto

RS 37 madein Sections 2.2.3.3 and 3.1.1 are not reflected in Appendix A given thatthe Panel has directed
FortisBCto draft that language.

3.1.2.2 EnergyCharge revisions

FortisBC proposes some more substantial changes and clarification formulae to the Energy Charge section of
RS 37. FortisBCstates that the changes, both in the language and the formulae, are intended to remove
ambiguity and clarify exactly how charges are to be assessed.

FortisBC furtherstates that:

Energy Charges duringa Stand-by Period may include both RS 31 and RS 37 charges. This
distinction has been made in concert with the expanded energy charge formula to clarify how
energy charges are determined forastand-by customer.*

Panel determination

Although FortisBC’s interpretation does notimpact the application of the rate for billing purposes the Panel
wishesto clarify that service taken up to a customer’s RS 31 Contract Demand is not considered to occur within
a Stand-by Period. Forthis reason, the Panel directs that RS 37 include language to clearly articulate that
service taken up to a customer’s RS 31 Contract Demand is not considered to occur within a Stand-by Period.

*® Exhibit B-38, Appendix A.
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Further, when addressing this matter, the Panelidentified the following additional confusion regarding the
application of RS31 and RS 31 Contract Demand.

Special Provision 1statesthat “A Customer taking service underthis rate schedule mustalso be contracted to
receive service under RS 31. Net Metering Customers are not eligible for Stand-by Service.” The Panel
determinesthat thisis not a special provision of RS 37 but rather defines whoiis eligible to take service under
this rate. As such the language should be stated under the Availability section of RS 37 and not underthe
Special Provision section.

Further, the Panel notesthatinthe Stage Il Decision it directed FortisBCto include adefinition of RS 31 Contract
DemandinRS 37. FortisBCcommented inits Language Submission that “Reference toRS 31 in relation to the
Contract Demand are not needed as the Contract Demand is a contractual itemthat residesin the General
Service Agreement between the Customerand FortisBC.”*’ FortisBC requests that the RS 37 uses ‘Contract
Demand’ and not ‘RS 31 Contract Demand’ as proposed by the Panel.

The Panel notes FortisBC’s request but finds that Contract Demand should include RS 31 in from of it for clarity.
However, the Panel also note that RS 31 Contract Demandis nota conceptthat originates out of RS 37 and for
that reason should notbe includedinthe Definition section of RS 37. Therefore, the Panel finds that the
definitionforRS 31 Contract Demand should be moved to the Availability section of RS 37.

In summary, the Panel finds that the Availability section of RS 37 should include the following language:

Stand-by Service is only available to a Customer contracted to receive service under Rate
Schedule 31.

RS 31 Contract Demand is the Customer’s Contract Demand expressed in kilovolt Amperes (kVA)
and specified in the General Service Agreement (GSA) between the Company andthe Customer.
Ifthe Customer and the Company cannot come to an agreement, the RS 31 Contract Demand
will be set by BCUC.

Service taken up to a Customer’s RS 31 Contract Demand is not considered to occur within a
Stand-by Period.

Giventhe clarification that service taken up toa Customer’s RS 31 Contract Demand is not considered to occur
withinaStand-by Period the language that FortisBC recommended be added to the RS 37 Energy Charge and the
clarifyingformulaeare redundantand therefore not necessary.

In summary, the Panel finds that the RS 37 Energy Charge section should include the following language which
provides the clarity required by FortisBC on how the Energy Charge is calculated while at the same time
simplifying the rate schedule.

* Exhibit B-38, Appendix A.
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The hourly chargeis calculated as:

RS 37 Energy Charge = ((Stand-by Energy x (1+loss rate %)) x (Mid-C + 0.0040)) *1.10

Where “Stand-by Energy” refers to the energy delivered during the Stand-by Period.

Scenarios:
a. Inanyhourall energy delivered up to or below the RS 31 Contract Demand is not Stand-by Energy and is
billed under RS 31.

b. Inany hourif a Customer’s demand exceeds the RS 31 Contract Demand, but the demand in excess of the
RS 31 Contract Demand is less than the Maximum Level of Stand-by Service then:

Stand-by Energy =total consumption —RS 31 Contract Demand consumption

¢. Inanyhourif a Customer’sdemand exceeds the RS 31 Contract Demand plus the Maximum Level of
Stand-by Service allowed, service will be charged in accordance with Special Provision 7.

3.1.3 Paneldirected housekeepingrevisions

In reviewing the Revised RS 37 tariff pages filed by FortisBCand in light of the determinations made in this
Decision, the Panel hasidentified further housekeeping changesitdetermines are necessary to make.

The Panel has takenthe same approach as FortisBCand provided its reasons for each of the housekeeping
revisions by embedding themin commentsin the blacklined version of asample RS 37 include in Appendix A of
this Decision. AppendixA alsoincludesacleanversion.

3.2 Final approval for Rate Schedule 31

The Stage Il Decision directed FortisBCto amend Electric Tariff RS 31 “Billing Demand” to include a billing
determinant thatincorporated the Panel’s RS 37 directed SBBD.? FortisBC’s Language Submission included a
final version of RS 31 revised to reflect the Stage Il directive. *

The Panel accepted and approved as final the RS 31 tariff pages filed inthe Language Submission with asmall
amendmentto remove the numbering of the directed SBBD ratchetto make it clear thatit was notincludedin
ratchets “the greatest of” calculation.

3.3 Draft General Service Agreement

FortisBC's Language Submission also included a copy of a draft GSA to be negotiated between the customerand
FortisBC. FortisBCincluded Term 7in the draft GSA which sets outthe Operating Reservesrequiredona
customers’ generationif they are taking service underRS 37.

% Sta ge Il Decision, p. 24.
** Exhibit B-38, p. 2.
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Specifically, Term 7 of the draft GSA states: If the Customeris taking service under Rate Schedule 37, the
Customermust provide Operating Reserves onits generationin anamount equal tothe STAND_BY DEMAND
LIMIT.*

FortisBCstates that the subject of Operating Reserves was introduced into the discussion by Celgarinits
evidentiary filing of September 8, 2014, and was the subject of a number of Information Requests; however, the
Stage Il Decision made no determinations onthe subject. The proposed languagereflects the fact that Operating
Reservesare currently held by Celgar.*

Celgarsubmits that the filing of the draft GSA which includes language relevant to Operating Reserves raise
issuesthatare beyondthe defined scope of the requested submissions. “Issues relatingto Operating Reserves
were firstraised by Celgar for considerationin the Stage |l Decision proceedings - however, such issues were not

contemplated by the Commission to be within the scope of the current process...” *?

Celgargoeson to explainin detail why it objectstothe inclusion of Term 7 as drafted by FortisBCand provides
alternate language. Celgar concludes by stating that “...the Stage Il process does not mandate that the GSA be
finalizedimmediately and, in fact, such resultis not possible untilthe Three [RS37] Components are agreed
upon or otherwise resolved.”**

FortisBCrepliesto Celgar’s submission stating:

Celgar’s April 17 submissionincludes adiscussion of Operating Reserves asthey apply to
customers with self-generation. The Company notes that the draft General Service Agreement
(GSA) that was included along with its comments on the Commission’s draft RS 37 isa generic
document largely based onthe existing version currentlyin use for Commercial Customers. The
Operating Reserves clause was added to the GSA because the Operating Reserves willbecome a
necessary topicfordiscussion during the finalization of a GSA with any self-generating customer.
The draft GSA was not intended to reflecta GSA specificforCelgar.

Commission determination

The Panel agrees with Celgar that the draft GSA whichincludeslanguagerelevantto Operating Reserves raises
issues beyond the defined scope of the requested submission. Further, the Panel notes that FortisBC has not
requested any approvals orother course of action on the Commission’s partinregards to the draft GSA.
Therefore, the Panel makes no determination on the draft GSA and advises FortisBCthatif itseeks approval for
a genericGSA it mustfile a separate application with the Commission which willbe reviewed onits own merits.
On theissue of Operating Reserves as they relate to Celgarthe Panel addresses this furtherin Section 5.2.1 of
the Decision.

a0 Ibid., Appendix5, Term 7.
L ExhibitB-38, p. 2.

2 Exhibit C2-33, p. 2.

3 Ibid., p. 3.
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4.0 FINAL APPROVAL FOR RATE SCHEDULE 37 AND REQUIRED COMPLIANCE FILING

In the Stage | Decision, the Commission declined to approve RS 37 as applied forinthe Original Application. The
Stage |l Decision ordered that the form of RS 37, otherthan defining the penalty, was approved subject to the
changesdirectedinthatdecisionandsubjecttothe directed tariff language being workable to FortisBC.

The Panel has now approved the penalty and finalized the RS 37 language. Therefore, effective the date of
this Decision, Rate Schedule 37 Stand-by Service (RS 37) is approved subject to the changes directedin this
Decision.

FortisBC is directed to file amended RS 37 tariff sheets within 15 business days of the date of this Decision.

5.0 CELGAR SPECIFICISSUES

Celgarisa customerof FortisBCand operates a pulp mill at Castlegar, B.C. (the Mill). FortisBC and its
predecessorcompanies have served the electricityneeds of Celgarand its predecessors since 1959. Under most
circumstances Celgar’'s load is satisfied by Celgar’'s 52 MW turbo generator. The Mill generates the steamituses
foritsoperations, including electricity generation, by burning wood waste and black liquor, aby-product of the
pulp-making process.*

The full background and context regarding the service provided by FortisBCto Celgarisincludedinsection 3.1 of
the Stage | Decision. The highlights, startingin 2000, are summarizedin Appendix B of this decision.

However, of mostrelevance is the Decision on the FortisBC 2009 Rate Design Application wherethe Commission
directed FortisBCto provide Celgar service under RS 31 effective January 2, 2011, and recommended that
FortisBCand Celgarreconsiderthe options available for designing a practical and workable rate schedulefor
Celgar.

Laterin 2011, Celgarfiled acomplaint with the Commission regarding how FortisBC was applying RS 31 demand
charges and the failure of FortisBC and Celgarto complete a GSA. The Commission put CelgaronRS 31 on an
interim basis, beginning March 25, 2011, and directed FortisBCto design astand-by rate.

5.1 Stage Il Decision

Stand-by Rate RS 37 describes the terms and conditions under which a customer with self-generator willbe able
to call upon FortisBCservice toreplace its self-generation output during times when its generation is unavailable
or operating at less than normal capacity.

* Sta ge | Stand-by Rates Decision, May 26, 2014, pp. 19-20.
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In the Stage Il Decision, the Panel determined the following three key components (Three RS 37 Components) of
the Stand-by Rate:

RS 31 Contract Demand: the maximum level of full servicethat a customeris eligible forunder RS 31.

Stand-by Demand Limit (SBDL): the maximum capacity, in excess of the RS 31 Contract Demand, that
FortisBCisrequiredtosupply underRS 37 (nota billing determinant).

Stand-by Billing Demand (SBBD): a billing determinantused forbillingthe Wires Demand Charges
underRS 31 and setbetween0and 100 percent of the SBDL.

In the Stage |l Decision the Panel noted thatthe Three RS 37 Components are normally negotiated and agreed to
between FortisBCand its customers and would be expected to be setoutin the customers’ GSA butin the event
that an agreement cannot be reached the Commission would set them.

The Panel also encouraged FortisBCand Celgar to negotiate and agree to the Three RS 37 Components and
noted that a negotiated agreement would be substantially preferable than the Commission beingrequired to
rule on the components.

5.2 April 2015 Negotiations

On April 24, 2015, both FortisBCand Celgar filed astatus report on the progress of the parties’ positionsinthe
negotiations.*” The reports state that the parties met on April 20, 2015, and again on April 22, 2015, butwere
not able toreach a negotiated resolution.

While the most significant difference remainsin regards to the SBBD there was an agreement on the maximum
Mill load. Further, as expected, both parties agreed that the sum of the RS 31 Contract Demand and SBDL equals
the maximum Mill load.

In the Stage | Decision, the Panel suggested that Stand-by Contract Demandin RS 37 should be established
between the customerand the utility atan amountsomewhere between zero and 100 percent of the RS 31
Contract Demand. Inthe Stage Il Decision, due to the introduction of anew RS 37 concept, this billing
determinantis now expressed as SBBD which is established somewhere between zero and 100 percent of the
SBDL.

The followingtable summarizes the negotiating positions adopted by FortisBCand Celgar. The percentages
shown at the bottom of the table represent SBBD relative to the SBDL. Of outmostinteresttothe partiesand
the Commissionis the resultant discountalso showninthe lastline of the table.

* Exhibit B-39, Exhibit C2-34.
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FortisBC*® FortisBC Celgar® Celgar
Opening Revised Opening Revised
RS 31 Contract 12 MVA* 12 MVA*° 3 MVA 3 MVA
Demand
Maximum Mill 45 MVA 45 MVA 45 MVA 45 MVA
Load
Stand-by 33 MVA 33 MVA 42 MVA 42 MVA
Demand Limit
Stand-by Billing 28 MVA 24.75 MVA 4.2 8.4 MVA
Demand
Percentage 85% 75% 10% 20%
Discount 15% 25% 90% 80%

FortisBCreportsthat although it continues to take the position that Celgar’s generation does not provide
identifiable net benefit to FortisBCorits customersit was willingto negotiate onthe Three RS 37 Components
to arrive at a resolution of the matter.>® FortisBC qualified its negotiating position on the basis that there would
be Operating Reserves which would be governed by aset out six principles whichitsetoutin Exhibit B-39. The
Panel furtheraddresses Operating Reserves in Section 5.2.1.

Celgarreportsthat the nominated values setforthin Celgar’sinitial proposal (10 percent) resultinaRS 37 rate
which, when applied, will resultin Celgar being financially indifferent between; (i) continuing with its physical
plantinits current configuration (relying upon acombination of RS 31 and RS 37 energy to meetits
requirements); and (ii) proceeding with a “Load Burners” Bypass Option (as more completely describedinits
earlierevidence and submissions) thereby reducingits dependency on FortisBC. Celgarreports thatit has put
forward a solution for no otherreason than to try to effectasettlementeventhoughitwould be costlier than its
Bypass Option. The Panel address Bypass Options furtherin Section 5.2.2.

*® Exhibit B-39, pp. 2-3.FortisBCreserved theright to take a different position onthese mattersinthis andanyfurther proceeding.
7 Exhibit C2-34, p.2.Celgarreserved the right to take different positions in this and anyother proceeding (Exhibit C2-34, p. 1).

* FortisBC expressedits numberin MVA; however, for purposesofits analysisitis treatingMVAand MW as equivalent.

*Ibid.

** Exhibit B-39, p. 2.
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5.2.1 Operating Reserves

As reported by FortisBC, the parties also discussed the issue of Operating Reserves which also appearsin
paragraph 7 of the draft GSA includedin FortisBC's Language Submission. FortisBC reports thatin the
negotiations the parties agreed that the treatment of Operating Reserves might fairly impact the overall
evaluation of the treatment of aself-generating customer and FortisBC set out six principles by which the
Operating Reserves would be governed.”

Celgarstates that the parties discussed the issue of Operating Reserves and each party was basingits proposals
on a common understanding asto how Operating Reserves were toworkif one of its proposals were to be
accepted by the other. Celgar further states thatit has reviewed the six principles set out by FortisBCin Exhibit-
39 and agrees with that summary.>?

Commission determination

Operating Reserves are resources that can rapidly change output to help maintain balance between generation
and load. These reserves are usually provided by generators, but can also be provided by customers who are
willingto curtail theirloads at short notice. FortisBCisrequired to provide Operating Reserves equal to six
percent of its customer’s load.

Duringthe Stage Il proceeding, Celgarraised asanissue arequirement by FortisBC that Celgar provide Operating
Reserves. Celgar submitted that this provides no benefitto Celgarandallows FortisBCto lean “into Celgar’s
capabilities forits own benefit.” FortisBC countered that when it provides Celgar with stand-by service, FortisBC
has to increase the level of Operating Reservesit holds and Celgar should pay for that.

The firsttwo principles put forward by FortisBCin Exhibit B-39 deal with FortisBC’s supply of Operating Reserves
to Celgarduringa stand-by event. The next four principles deal with Celgar’s supply of Operating Reserves to
FortisBC.

The two issues that these principles raise are:
(i) the provision of Operating Reserve services by Celgarto FortisBC (principles 3-6); and

(ii) the provision of Operating Reserve services by FortisBCto Celgar when Celgaris taking service
underRS 37 (principles 1and 2).

Regardingissue (i), the Panelnotes that Operating Reserves can be provided by generators or customers who
are willing to curtail theirloads at short notice, and that FortisBC should negotiate with alternative service
providersto obtain the service thatitneeds at the lowest overall cost. However, should FortisBC negotiate to
purchase Operating Reserves from Celgarin exchange foranamendmentto aretail tariff, these amendments
should be submitted to the Commission forapproval. This also raises the issue of the requirement forasection

> Exhibit B-39, pp. 1-2.
*2 Exhibit C2-34, p. 1.
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71 filingwhere the purchase and sale is notrelated to an amendment of an existing tariff. However, the Panel
determinesthe issue of whether Celgar is providing an Operating Reserve service to FortisBC (and if so, how
Celgarshould be compensated) is out of scope of this proceeding.

Regardingissue (ii), the Panel considers that the issue of whether astand-by customer should incur additional
charges for Operating Reserves supplied by FortisBC when taking service under RS 37 could be within scope of
this proceeding. Itappearsthatthe two partiesare nowin agreementon Operating Reserves which FortisBC
seemsto have, at leastinitially, indicated are established through the GSA. Howeverthe Panel requires further
clarification before it can make any determinations regarding Operating Reserves. The Panel addresses
obtainingthis clarifyinginformationin Section 5.3.

5.2.2 By-PassOptions

5.2.2.1 Background

On September 8, 2014, Celgarfiled confidential evidence relating to specificbypass options availabletoit. On
September17, 2014, FortisBCfiled aletterregardingthe confidential evidencestating thatat this pointin time it
doesnotobjectto such evidence being held in confidence. FortisBC stated that the Celgar bypass options should
be givenlittle ornoweight or considerationinthe review of the Revised RS 37 Filing because bypass options are
not a proper consideration in establishing initial rates. FortisBC pointed out that bypass options may potentially
be a considerationatatimeinthe future, inrelationtoan approved Stand-by Rate.

The Commission decided that adetermination needed to be made as to the weight that should be afforded to
Celgar’s bypass options and on September 18, 2014, by Order G-141-14, invited submissions. On September 18,
2014, Celgarfiled an application forreconsideration of Order G-141-14 (Reconsideration Application)stating
that there was no need forany additional process to “weigh” evidence priorto the completion of final
arguments and the closing of the record.

On October 7, 2014, afterreviewingthe submission on Celgar’s Reconsideration Application, by Order G-153-14,
the Commissionrescinded Order G-141-14 on the basis that it was procedurally unfairto “weigh” the evidence
at thistime. The Reasons to Order G-153-14 stated that the task of the Panel reviewingthe Revised RS 37 Filing
isto look at the bypassissue through a broader, high level lens and be informed by the general by-pass
information. The Panel further stated that should Celgar proceed with by-pass rate negotiations with FortisBC
subsequenttoafinal RS37 decision beingissued, there would be another Panel dealing with that application
through a more specificand detailed by-pass lens.

On November 24,2014, FortisBCsubmittedinits Final Submission on the Stage Il proceeding that:

...any by-pass opportunity, should it exist, should not be a considerationin setting the basic
rates underwhich any customer, including Celgar, takes service. Rather, bypass opportunities
are more appropriately considered as part of a separate process that may resultina rate
adjustment, typicallyinthe form of a rider payment. ...it should be accomplished through the
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Bypass principles already established by the Commission and done in atransparent, separate
processand only where an actual bypass situation exists.>*

5.2.2.2 Consideration of aBy-Pass Optionsin setting Celgar’s Stand-by Billing Demand

The Panel wishesto address whetherthe Celgar’s by-pass opportunities should be a considerationin setting
Celgar’s SBBD.

Afterthe negotiations on April 24, 2015, FortisBCreports that:

Celgarraised during discussions on April 20 and 22 whether FBCshould reduce the numbers
advanced as part of its negotiating positionin light of the potential implementation of the Celgar
Plan. FBC did not consideritselfto be at liberty to do so and will address this furtherinits Stage
Il submissions [further submissions addressed by the Panel in Section 5.3]. Among otherthings,
FBC did not consideritselfto have any mandate to apply this consideration under the terms of
the Commission’s Stage | and |l decisions orin light of FBC's responsibilities more broadly.
Further, if the Commission were to determinethatthe Celgar Plan should be factoredinto the
analysis, the exercise of factoringitin would require detailed consideration both of the plan
(about which FBC has only limited information) and of the various implications and
opportunities that may result from removing the majority of Celgar'sload from the

FBC system. >4

On April 24, 2015, Celgarreports:

....If Celgar proceeds with its selected Bypass Option, itintends to nominate aRS31 CD of a
maximum of 8 MW and would notinitially utilize RS 37 energy (thoughitreserves therightto
potentially reduce future CD requirements through load-shedding and utilize acombination of
RS 31 and RS 37 energy). Pendingthe finalization of RS 37 and reaching an understanding of
how it may impact Celgarinthe future, Celgar has continued to work towards finalizing its
Bypass Options planning. The process has been going well and Celgarbelievesthatit will beina
positionto complete its capital budgeting, if need be, by late spring/early summer of this year.
Celgar’sgoal will be to complete the Load Burnerinstallationin 2016, if it becomes necessary to
do so.

Commission determination

Earlierinthis proceeding, the Panel deemed by-pass opportunities to be in scope in orderto be informed. The
Panel was not giving any indication of actually setting a by-pass rate or considering specific by-pass optionsin
setting RS 37.>° The Panel has been able to sufficiently assess this opportunity and itsimplications through a
broader, high level lens.

>3 FortisBCFinal Submission, Stagell, pp. 28-30.
** Exhibit B-39.
> Cel gar Reconsideration of Order G-141-14, Exhibit A-3, Order G-141-14.
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The Panel agrees with FortisBCthat customer by-pass opportunities are more appropriately considered as part
of a separate process where the specificdetails of both the utility’s rate and the customer’s by-pass opportunity
can be assessed. They are notan appropriate consideration in setting the basicrates underwhich customers
take service.

Accordingly, the Panel determines that it will not consider any by-pass options available to Celgarin the event
itis requiredto setits Stand-by Billing Demand.

Should by-pass opportunities still have merit once Celgar’s SBDLhas been established, the parties are always
free to discuss and negotiate options. If subsequent negotiations between Celgarand FortisBC fail to resolve this
issue inatimely manner, Celgar can always file acomplaint with the Commission.

5.3 FortisBC’s request for further process

FortisBC, initsreport on the negotiations dated April 24, 2015, submits that given the parties’ inability to agree,
it appearsthat Commission determinations willbe required on the issues of RS31 Contract Demand, SBDL, and
SBBD. However, FortisBCstates thatit has not addressed these issuesin this submission given that the
Commission intended this simply to be a report on the negotiations between the parties. FortisBC specifically
indicates thatit will require an opportunity to address the following:

(a) issuesthat have arisenthrough the Stage Il Decision;
(b) issuesthat crystallizedin FortisBC's view through the course of negotiations; and
(c) issuesthat may be raised and submissions that may be made in Celgar’s submission.

Fortis explains by stating:

..for example, asto(c), FBC understands that Celgarwill be commenting on the situation of FBC
ratepayers under Celgar’s negotiating positions, on the concept of nomination, and on the role
of FBCand otherconsiderationsinthe setting of the numbers atissue in Stage lll. In addition to
items (a) and (b), FBC requires the opportunity to address Celgar’s anticipated comments on
these and other matters given that the subject matter overlaps with issues that the Commission
will be resolving as part of its Stage Il determination.>®

In its Reply Submission on the penalty also dated April 24, 2015, FortisBC again submitted thatitwill require an
opportunity toaddress the threeissues.

On the otherhand, Celgar statesit believes that the Commission has sufficient evidence and arguments before it
from the Stage Il proceeding to come to a decision on the Three RS 37 Components for Celgar.”’

*® Exhibit B-39, p. 4.
7 Exhibit C2-34, p. 4.
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Commission determination

The Panel finds that given the determinations already made thus far, and in consideration of the issues
identified by FortisBCwhichitrequests an opportunity to address, the Panel can only make adetermination on
the RS 31 Contract Demand and the SBDL at thistime and will dosoin Sections 5.4 and 5.5 respectfully.

In regard to SBBD, the Panel appreciates FortisBC’s concern thatit needs an opportunity to make a further
submission. The Panelis aware that the Stand-by Rate as originally proposed by FortisBC has evolved
throughout the review process; the SBBD was something directed by the Commission and not put forward by
FortisBC. Much of the evidentiary record is based on varyinginterpretations of what finally resulted in SBBD,
including Celgar’s Preferred RS 37. Further, RS 37 has only now been approved as final in this Stage Il Decision.
The Panelisalsoaware that certainissues which may have beenidentified by the parties as concern throughout
the process may have been resolved or crystallized during the negotiations. Ata minimum, quoting Celgar, there
may now be “a focused disagreement” among the parties.>® After reviewing the Final and Reply Submissions of
the parties on the Stage | and Stage Il proceeding, the Panelconcludes that significant segments of those
submissions addressed concepts thatare no longerapplicable. Based onthe determinationsinthe Stage |, Il,
and lll Decisions, only avery limited issue remains to be resolved. The Panel, therefore, believes thatit, as well
as both parties would benefitfrom an additional round of focused submissions.

The Panel determines thatallowing FortisBCand Celgar, the directly affected parties, an opportunity to make a
furthersubmission onthe Stand-by Billing Demand, fully explaining their positions, and providing FortisBC with
an opportunity toreply would ensure procedural fairness is met. This process will provide the Panel with aclean
and concise evidentiary record focusing only on the pointsthatare still of relevance to the partiesandissuesto
be resolved.

In addition, the Panel requests the parties to address Operating Reserves and requests that the following points
are considered by FortisBC and Celgar as necessary:

(i) Arethepartiesinagreementontheissue of Operating Reserves?
(ii) Are details on Operating Reservesrequiredinorderto negotiate SBDLorSBBD?

(iii) Are Operating Reserves bundledintothe stand-by energy ordemand charges setoutin FortisBC's
proposed RS 377 If not, please explain why not.

(iv) If a customer purchased energy to meetits stand-by needs from athird party, would the third party be
responsible for procuring operating reserves?

(v) Confirm, orexplainotherwise, that Operating Reserves is anissues addressed through a negotiated GSA.
(vi) Explainwhetherornot the six principles set outin Exhibit B-39 will make up part of Celgar’s GSA.

(vii) Confirm, orexplain otherwise, that the six principles only apply to Celgar.

*8 Exhibit C2-33, p. 4.



28

Therefore, in accordance with the timetable, established in Order G-93-15, Directive 3, the Panel seeks further
submissions from FortisBC and Celgar, on an appropriate Stand-by Billing Demand for Celgar and to respond
to certain Panel questions regarding Operating Reserve.

While preparing the submissions, the Panelonce again urges the parties to try to negotiate and agree on this
one lastcomponent (SBBD) as a negotiated agreement would be substantially preferable to the Commission
beingrequiredtorule onthe SBBD. If the parties still cannot come to an agreementthe Panel requests that the
parties advise the Commission on the outcome of the negotiations as part of the submissions.

5.4 RS 31 Contract Demand

In the Stage | Decision, the Panel found that acustomerwho normally generates in excess of plantload and
operatesina net-of-load environment would only require supply from FortisBC either for Back-Up or
Maintenance Service. Therefore, that customer would not require any full service under RS 31 and, as a result,
would have a RS 31 Contract Demand of zero unless negotiated otherwise.

In the Revised RS 37 Filing, FortisBCidentified three circumstances wherea customerwho operatesin a net-of-
load environment would require service under RS 31:

First, while acustomerthat normally servesits entire load fromits own generation may only
require service from FortisBCinthe event of a generation outage, it may choose forits own
reasons to take service underRS31 forcases such as a brief generation interruption orthe level
of market prices. Second, in the case of a customerwith generation outputthatisless than
plantload; supplementary serviceunder RS31will be a normal occurrence. Third, Stand-by
Service isonly availableinanamountsufficientto coverthe customer’s average generationina
period. Tothe extentthatload exceedsthisamountduring a period of Stand-by Service some
power may be delivered underRS 31...>°

In the Stage |l Decision, the Panel determined that RS 31 Contract Demand establishes the maximum level of full
service thata customeriseligibleforunderRS 31. Contract Demand is a contractual itemthatisintendedto set
parameters of service fora given customer. Inthe case of RS 31 Contract Demand itisintended tosetthe
parameter of RS 31 service, whichisfull service, and notstand-by service.®

Duringthe April 2015 negotiations Celgar negotiated fora RS 31 Contract Demand of 3 MVA and FortisBC
requireda 12 MVA Contract Demand.

Regarding the negotiations Celgarreports:

The partiesalso differon whether FortisBCis entitled to nominate Celgar’s CD level (even
subjectto Commission approval), orwhether Celgar's proposalshould be characterized as a
reductioninthe CD that should be settled upon, given the other billing determinants involved.

> Exhibit B-22, p. 8.
0 5ta ge |l Stand-by Rate Decision, March 24,2015 p. 22.
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First, Celgarbelievesthatitalone should be entitled to nominate the levels of RS 31 and RS 37
service thatitwishesto receive.®!

Commission determination

The Panelisaware that in the Revised RS 37 Filing FortisBCidentified three circumstances where a customer
who operatesin a net-of-load environment would require service under RS 31. Two of those circumstances
apply to a customersuch as Celgarwho normally generatesin excess of plantload. However, the Panel
considersthat FortisBC's rationale for the three circumstances was based on its proposed design of RS 37 as
submitted inthe Revised RS 37 Filing. Underthe finally approved RS 37 FortisBC’s rationale is not applicable for
the following reasons:

e First, inthe Stage Il Decision the Panel determined that a customershould not be able to choose
between taking service under RS31 or RS 37 for cases such as a brief generation interruption orthe level
of market prices. The Panel determined that a customeris only entitled to full-service under RS 31 up to
its RS 31 Contract Demand which must be based onits requirement for full service unless negotiated
otherwise by the parties. Given that Celgar can meetits full load with its own self-generationithas no
requirementforfull service.

e Second,inthe Stage Il Decisionthe Panel determined that any service provided in excess of acustomer’s
Maximum Level of Stand-by Service would not be provided under RS 31, but rather underRS 37 and
would be subjectto Special Provision 7which institutes a penalty treatment.

In regards to Celgar’s belief thatitalone should be entitled to nominate the levels of RS31 and RS 37 service
thatitwishestoreceive, the Panel agrees with Celgarbut onlyif FortisBCis willingto provide that service.
However, the Panel stresses that FortisBC cannot require a customer to take any more RS 31,°* or forthat
matter RS 37, service thanthe customerrequests.

The Panel sets Celgar's RS 31 Contract Demand at 3 MVA as it is the highest amount that Celgarrequested and
FortisBC agreed to provide. If further negotiated any RS 31 Contract Demand proposed by Celgar must be
agreed to by FortisBC but cannot be any higherthan what Celgar may request.

5.5 Stand-by Demand Limit

Having setthe RS 31 Contract Demand for Celgarat 3 MVA, the Panel will now address the SBDLwhichis the
maximum demand of service that can be supplied tothe customerunderRS 37. This establishes the customer’s
maximum requirement for stand-by service, butis notdirectly used forbilling purposes. SBDLis essentially the
customer’s load reduced by any RS 31 Contract Demand.

*! Exhibit C2-34, p. 3.
%2 |n the case of customers that have generation capacity to serve their full load.
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Commission determination
Both Celgar and FortisBC agree that Celgar’sload is 45 MVA. Given the Panel determination that Celgar’s
Contract Demand is 3 MVA, the Stand-by Demand Limitis therefore setat 42 MVA unless the parties

negotiate a different RS 31 Contract Demand which would require the Stand-by Demand Limit to be adjusted
equally.

DATED at the City of Vancouver, inthe Province of British Columbia, this 29" day of May 2015.

Original signed by:

L. A. O’HARA
COMMISSIONER/PANEL CHAIR

Original signed by:

R.D. REVEL
COMMISSIONER
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IN THE MATTER OF
the Utilities Commission Act, RSBC 1996, Chapter 473

and

FortisBC Inc.
Application for Stepped and Stand-by Rates for Transmission Voltage Customers

BEFORE: L. A. O’Hara, Panel Chair/Commissioner
R. D. Revel, Commissioner May 29, 2015

ORDER
WHEREAS:

A. On March 28, 2013, FortisBCInc. (FortisBC) filed an application with the British Columbia Utilities
Commission (Commission) forapproval of new rates fortransmission voltage customers (Original
Application)undersections 58-61 of the Utilities Commission Act;

B. The Original Application requested, among otherthings, approval foraRate Schedule 37 Stand-by Service
Rate (RS 37) and a determination of the retroactive application of rates to Zellstoff Celgar Limited
Partnership (Celgar);

C. TheBritish ColumbiaHydro and Power Authority, Celgar, International Forest Products Limited, the British
Columbia Old Age Pensioners’ and Seniors’ Organization et al.(BCOAPQ), the BC Municipal Electric Utilities,
and Minister of Energy and Mines registered asinterveners, while Tolko Industries Ltd. registered as an
interested party;

D. On May 26, 2014, by Order G-67-14, (Stage | Decision) the Commission, among otherthings, declined to
approve RS 37 as proposedinthe Original Application but did approve severalcomponents of the rate. The
Commissiondirected FortisBCtofilearevised RS 37 incorporating the findings in the Stage | Decision and to
address certain Celgar specificmatters;

E. OnJune 26, 2014, incompliance with Order G-67-14, FortisBCfiled forapproval of a revised RS 37 (Revised
RS 37 Filing), and by Orders G-81-14, G-118-14, G-154-14, and G-168-14 the Commission established the
regulatory timetable forthe review of the Revised RS 37 Filing;



On March 24, 2015, by Order G-46-15, (Stage |l Decision) the Commission approved, subject to the changes
directedinthe decision, and subjecttothe RS 37 directed language being workable to FortisBC, the form of
RS 37, otherthan defining the penalty and the conditions underwhich it willbe waived;

By Order G-46-15, the Commission provided FortisBC with ten working days to comment on the RS 37
language directed in the Stage |l Decision (Language Submission)and established aregulatory timetable for
submissions onthe penalty component (Penalty Submissions);

In accordance with the timetable established in Order G-46-15 and furtheramended by Commission letters
dated March 26 and 27, 2015, the Commission received Penalty Submissions from FortisBC, BCOAPQ, and
Celgarand a reply from FortisBC. FortisBC filed a Language Submission on April 14, 2015; and

In the Stage |l Decision the Panel urged FortisBCand Celgarto reach an agreement reflecting the principles
outlinedinthis Stage Il Decision. On April 24, 2015, both FortisBCand Celgar advised the Commission by way
of letteronthe outcome of their negotiations.

NOW THEREFORE the British Columbia Utilities Commission, pursuantto sections 59-61 of the Utilities
Commission Act, orders:

1

2.

Effective the date of this order, Rate Schedule 37Stand-by Service (RS 37) isapproved subjectto the
changesdirectedinthe Decisionthatisissued concurrently with this order.

FortisBCInc. (FortisBC) isdirected to file amended RS 37 tariff sheets within 15business days of the date of
thisorder.

In accordance with the following timetable, the British Columbia Utilities Commission (Commission) seeks
furthersubmissions from FortisBC and Zellstoff Celgar Limited Partnership (Celgar) on an appropri ate
Stand-by Billing Demand for Celgarand to respond to certain Panel questions regarding Operating Reserve
as directedin Section 5.3 of the Decision:

FortisBC Submission Friday, June 19, 2015
Celgar Submissions Friday, July 3, 2015
FortisBC Reply Submission Friday, July 10, 2015
DATED at the City of Vancouver, inthe Province of British Columbia, this 29" day of May 2015.
BY ORDER
Original signed by:
L. A. O’Hara

Panel Chair/Commissioner

Orders/G-93-15_FBC_Stand-byRates-Stage |1l Decision
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RATE SCHEDULES

SCHEDULE 37 - STAND-BY SERVICE

AVAILABILITY:

Stand-by Service is a Back-Up and Maintenance Service intended to provide the Customer with a
firm supply of electric power and energy when the Customer's generating facilities are not in
operation or are operating at less than full rated capability.

Stand-by Service is available only to those Customers that normally supply all or some
portion of load from self-generation and is strictly for the continued operation of

Customer facilities at times when the Customer-owned generation is unavailable.

Stand-by Service cannot be used by the Customer in the fulfillment of any power sales
obligation.

Stand-by Service inonly available to a Customer contracted to receive service under Rate
Schedule 31.

RS 31 Contract Demand is the Customer’s Contract Demand expressed in kilovolt Amperes
(kVA) and specified in the General Service Agreement (GSA) between the Company and the
Customer. If the Customer and the Company cannot come to an agreement, the RS 31 Contract
Demand will be set by BCUC.

Service taken up to a Customer’s RS 31 Contract Demand is not considered to occur within a
Stand-by Period.

Net Metering Customers are not eligible for Stand-by Service.
DEFINITIONS:
Customer — has the meaning provided in FortisBC’s Electric Tariff B.C.U.C. #2 Section 1.
BCUC — British Columbia Utilities Commission

Maintenance Service - is provided during a Company approved scheduled outages for
maintenance or downtime of the on-site generation.

Issued Accepted for filing
FORTISBC INC. BRITISH COLUMBIA UTILITIES COMMISSION
By: Dennis Swanson By:

Director, Regulatory Affairs Commission Secretary

EFFECTIVE (applicable to consumption on and after)
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SCHEDULE 37 - STAND-BY SERVICE (cont’d)

Back-Up service —is an on-demand service required during unscheduled outages of the self -
generation, ensuring that utility capacity is available for a Customer to call on to meet the
Customer’s load.

Stand-by Period — the total time during which the Customer is taking service under this rate
schedule.

Stand-by Penalty Period — a Stand-by Penalty Period occurs under the conditions identified in
Special Provision 7.

Stand-by Demand Limit (SBDL) - Billing under this rate schedule requires the establishment of a
SBDL, expressed in kVA. The SBDL for a Customer utilizing this rate schedule will set the
maximum demand of service that can be supplied to the Customer under this rate schedule.
SBDL is to be agreed to between the Customer and the Company and is specified in the GSA
between the Company and the Customer. If the Customer and the Company cannot come to an
agreement, the SBDL will be set by the BCUC.

Maximum Level of Stand-by Service: In any hour, capacity in kVA will be available to a maximum of the
difference between the SBDL and the Customer’s generation in that hour in kVA.

SERVICES:

PART A — Maintenance Service:

Maintenance Service is supplied during scheduled outages of the Customer's generation for the
purpose of maintenance of the generation facility. The Customer must schedule maintenance
power with the Company not less than 30 days prior to its use. Maintenance power service shall
be limited to not more than six occurrences and not more than sixty (60) total days during a
calendar year.

Maintenance Service is terminated upon notification from the Customer that the event is over.

Issued Accepted for filing
FORTISBC INC. BRITISH COLUMBIA UTILITIES COMMISSION
By: Dennis Swanson By:

Director, Regulatory Affairs Commission Secretary

EFFECTIVE (applicable to consumption on and after)
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RATE SCHEDULES

SCHEDULE 37 - STAND-BY SERVICE (cont’d)

PART B — Back-Up Service:

Back-Up service is supplied to replace energy generated by a Customer's own equipment when
that equipment is not in service, except during periods of maintenance. Notification for the use of
Back-Up supply must be provided as per Special Provision 4 and is limited to 876 hours per
calendar year.

The provision of Back-Up Service will be considered to be automatically terminated if the Customer

has not consumed the Company’s electricity for 8 continuous hours, after which time the
Customer will be required to provide separate notice for a new instance of Back-Up Service.

CHARGES:

Monthly Rate: A Notification Fee of $200.00 per use; plus

RS 37 Energy Charge:

An hourly Stand-by Energy charge determined by:

(i) The hourly Powerdex Mid-Columbia (Mid-C) per kWh price for the hour
in which the Stand-by Energy is taken by the Customer. In hours in which
the Mid-C price is negative, a value of $0.00 will be used; and

(ii) System losses as per Rate Schedule 109; and

(iii) Hourly transmission charges from the Mid-C hub to the border of $0.0040
per kWh; and

(iv) Administrative premium of 10%.

The hourly charge is calculated as:

RS 37 Energy Charges = ((Stand-by Energy x (1+loss rate %)) x (Mid-C + 0.0040))*1.10

Where “Stand-by Energy” refers to the energy delivered during the Stand-by Period
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SCHEDULE 37 - STAND-BY SERVICE (cont’d)

Scenarios:

d. Inany hour all energy delivered up to or below the RS 31 Contract

Demand is not Stand-by Energy and is billed under RS 31.

e. Inany hour if a Customer’'s demand exceeds the RS 31 Contract Demand, but the demand in
excess of the RS 31 Contract Demand is less than the Maximum Level of Stand-by Service then:

Stand-by Energy = total consumption — RS 31 Contract Demand consumption

f. Inany hour if a Customer’s demand exceeds the RS 31 Contract Demand plus the Maximum
Level of Stand-by Service allowed, service will be charged in accordance with Special
Provision 7.

SPECIAL PROVISIONS:

1. Stand-by Billing Demand (SBBD) - Billing under this rate schedule requires the
establishment of a SBBD, expressed in kVA. SBBD for a customer utilizing this rate schedule
will be set at an amount between zero and 100 percent of the Customer’s SBDL and is to be
used inthe determination of the Wires Charge in RS31. The SBBD is to be agreed to
between the Customer and the Company and is specified in the GSA between the Company

and the Customer. If the Customer and the Company cannot come to an agreement, the
SBBD will be set by the BCUC.

2. Billing Demand in the underlying rate — The maximum demand recorded during a Stand-by
Period will not be used in the calculation of Billing Demand in RS 31.

3. Power Supply Demand Charge — The peak demand measured during a Stand-by Period will
not be used in the calculation of demand charges in RS 31.

4. Back-Up Notification — A Customer must inform the Company within 30 minutes of taking
energy under the Back-Up provisions of this rate schedule and inform the Company of the
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SPECIAL PROVISIONS: (cont’d)

anticipated time that the generator will return to normal operations. If the Customer’s
generator is not available at the anticipated time, further notice including an updated
anticipated time that the generator will return to normal operations must be provided.

5. Metering — Customers must have Company approved interval metering and meter
communications in place prior to initiation of service under this rate schedule. The Company
requires metering that measures the net quantity and direction of flow at the point of
interconnection between the Customer and the Company and total generator output.

6. Required Equipment — The Customer will provide, install, and maintain on the Customer's
premises all necessary transformers to which the Company's service is directly or indirectly
connected. The Customer also will provide, install, and maintain the necessary switches, cutouts,
protection equipment, and the necessary wiring on both sides of the transformers. All
transformers, equipment and wiring will be of types and characteristics approved by the
Company and their installation, operation and maintenance will be subject to inspection and
approval by the Company.

7. Stand-by Penalty Period - In an hour that a Customer is taking service in excess of its RS 31
Contract Demand plus the Maximum Level of Stand-by Service allowed or is taking service in
excess of its RS 31 Contract Demand and is not eligible for either Maintenance or Back-Up Service
due to the restrictions under this rate schedule service will be considered a Stand-by Period
subject to the following penalty:

In a Stand-by Penalty Period hour:

a. RS 37 Energy Charge (i) shall be replaced with:

The hourly per kWh price for the hour in which the Stand-by Energy is taken by
the Customer is the greater of:

i. $1,000
ii. S50/MWh calculated as:
((Stand-by Energy x (1+loss rate %)) x (.05 + 0.0040))*1.10
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SPECIAL PROVISIONS: (cont’d)

iii. 150 percent of the energy charge that would have resulted under the
calculation of RS 37 Energy Charge (i) in this rate schedule calculated as:

[((Stand-by Energy x (1+loss rate %)) x ((Mid-C x 1.5) + 0.0040))]*1.10

b. Special Provision 2 will not apply. The maximum demand recorded in the hour
during a Stand-by Penalty Period will be used in the current billing period’s
calculation of Billing Demand in RS 31 but will not set a ratchet that will be used in
the calculation of Billing Demand in RS 31 in future billing periods.

When Back-Up Service is taken in excess of the calendar year hourly limit or when Special
Provision 4 has been violated the Company will waive the penalty under the following
circumstances:

a. Anextreme or unusual circumstance as identified in the force majeure provision in the
Company’s approved tariff, Section 11.4 limits the self-generation of the Customer; or

b. A temporary reduction in customer generation, as a response to a system issue on the
Company’s system, which takes the Customer’s generation off-line.
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SCHEDULE 37 - STAND-BY SERVICE

AVAILABILITY:

Stand-by Service is a Back-Up and Maintenance Service intended to provide the Customer with a
firm supply of electric power and energy when the Customer's generating facilities are not in
operation or are operating at less than full rated capability.

Stand-by Service is available only to those Customers that normally supply all or some
portion of load from self-generation and is strictly for the continued operation of

Customer facilities at times when the Customer-owned generation is unavailable.

Stand-by Service cannot be used by the Customer in the fulfillment of any power sales
obligation.

Stand-by Service inonly available to a Customer contracted to receive service under Rate
Schedule 31.

RS 31 Contract Demand is the Customer’s Contract Demand expressed in kilovolt Amperes
(kVA) and specified in the General Service Agreement (GSA) between the Company and the
Customer. If the Customer and the Company cannot come to an agreement, the RS 31 Contract
Demand will be set by BCUC.

Service taken up to a Customer’s RS 31 Contract Demand is not considered to occur within a
Stand-by Period.

Net Metering Customers are not eligible for Stand-by Service.
DEFINITIONS:
Customer — has the meaning provided in FortisBC’s Electric Tariff B.C.U.C. #2 Section 1.
BCUC — British Columbia Utilities Commission

Maintenance Service - is provided during a Company approved scheduled outages for
maintenance or downtime of the on-site generation.
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SCHEDULE 37 - STAND-BY SERVICE (cont’d)

Back-Up service —is an on-demand service required during unscheduled outages of the self—
generation, ensuring that utility capacity is available for a Customer to call on to meet the
Customer’s load.

Stand-by Period — the total time during which the Customer is taking service under this rate
schedule.

Stand-by Penalty Period — a Stand-by Penalty Period occurs under the conditions identified in
Special Provision 7.

Stand-by Demand Limit (SBDL) - Billing under this rate schedule requires the establishment of a
SBDL, expressed in kVA. The SBDL for a Customer utilizing this rate schedule will set the
maximum demand of service that can be supplied to the Customer under this rate schedule.
SBDL is to be agreed to between the Customer and the Company and is specified in the GSA
between the Company and the Customer. If the Customer and the Company cannot come to an
agreement, the SBDL will be set by the BCUC.

Maximum Level of Stand-by Service: In any hour, capacity in kVA will be available to a maximum of the
difference between the SBDL and the Customer’s generation in that hour in kVA.

SERVICES:

PART A — Maintenance Service:

Maintenance Service is supplied during scheduled outages of the Customer's generation for the
purpose of maintenance of the generation facility. The Customer must schedule maintenance
power with the Company not less than 30 days prior to its use. Maintenance power service shall
be limited to not more than six occurrences and not more than sixty (60) total days during a
calendar year.

Maintenance Service is terminated upon notification from the Customer that the event is over.
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SCHEDULE 37 - STAND-BY SERVICE (cont’d)

PART B — Back-Up Service:

Back-Up service is supplied to replace energy generated by a Customer's own equipment when
that equipment is not in service, except during periods of maintenance. Notification for the use of
Back-Up supply must be provided as per Special Provision 4 and is limited to 876 hours per
calendar year.

The provision of Back-Up Service will be considered to be automatically terminated if the Customer

has not consumed the Company’s electricity for 8 continuous hours, after which time the
Customer will be required to provide separate notice for a new instance of Back-Up Service.

CHARGES:

Monthly Rate: A Notification Fee of $200.00 per use; plus

RS 37 Energy Charge:

An hourly Stand-by Energy charge determined by:

(i) The hourly Powerdex Mid-Columbia (Mid-C) per kWh price for the hour
in which the Stand-by Energy is taken by the Customer. In hours in which
the Mid-C price is negative, a value of $0.00 will be used; and

(ii) System losses as per Rate Schedule 109; and

(iii) Hourly transmission charges from the Mid-C hub to the border of $0.0040
per kWh; and

(iv) Administrative premium of 10%.

The hourly charge is calculated as:

RS 37 Energy Charges = ((Stand-by Energy x (1+loss rate %)) x (Mid-C + 0.0040))*1.10

Where “Stand-by Energy” refers to the energy delivered during the Stand-by Period
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SCHEDULE 37 - STAND-BY SERVICE (cont’d)

Scenarios:

a. Inany hour all energy delivered up to or below the RS 31 Contract

Demand is not Stand-by Energy and is billed under RS 31.

b. Inany hour if a Customer’'s demand exceeds the RS 31 Contract Demand, but the demand in
excess of the RS 31 Contract Demand is less than the Maximum Level of Stand-by Service then:

Stand-by Energy = total consumption — RS 31 Contract Demand consumption

c. Inany hour if a Customer’s demand exceeds the RS 31 Contract Demand plus the Maximum
Level of Stand-by Service allowed, service will be charged in accordance with Special
Provision 7.

SPECIAL PROVISIONS:

1. Stand-by Billing Demand (SBBD) - Billing under this rate schedule requires the
establishment of a SBBD, expressed in kVA. SBBD for a customer utilizing this rate schedule
will be set at an amount between zero and 100 percent of the Customer’s SBDL and is to be
used inthe determination of the Wires Charge in RS31. The SBBD is to be agreed to
between the Customer and the Company and is specified in the GSA between the Company

and the Customer. If the Customer and the Company cannot come to an agreement, the
SBBD will be set by the BCUC.

2. Billing Demand in the underlying rate — The maximum demand recorded during a Stand-by
Period will not be used in the calculation of Billing Demand in RS 31.

3. Power Supply Demand Charge — The peak demand measured during a Stand-by Period will
not be used in the calculation of demand charges in RS 31.

4. Back-Up Notification — A Customer must inform the Company within 30 minutes of taking
energy under the Back-Up provisions of this rate schedule and inform the Company of the
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SPECIAL PROVISIONS: (cont’d)

anticipated time that the generator will return to normal operations. If the Customer’s
generator is not available at the anticipated time, further notice including an updated
anticipated time that the generator will return to normal operations must be provided.

5. Metering — Customers must have Company approved interval metering and meter
communications in place prior to initiation of service under this rate schedule. The Company
requires metering that measures the net quantity and direction of flow at the point of
interconnection between the Customer and the Company and total generator output.

6. Required Equipment — The Customer will provide, install, and maintain on the Customer's
premises all necessary transformers to which the Company's service is directly or indirectly
connected. The Customer also will provide, install, and maintain the necessary switches, cutouts,
protection equipment, and the necessary wiring on both sides of the transformers. All
transformers, equipment and wiring will be of types and characteristics approved by the
Company and their installation, operation and maintenance will be subject to inspection and
approval by the Company.

7. Stand-by Penalty Period - In an hour that a Customer is taking service in excess of its RS 31
Contract Demand plus the Maximum Level of Stand-by Service allowed or is taking service in
excess of its RS 31 Contract Demand and is not eligible for either Maintenance or Back-Up Service
due to the restrictions under this rate schedule service will be considered a Stand-by Period
subject to the following penalty:

In a Stand-by Penalty Period hour:

a. RS 37 Energy Charge (i) shall be replaced with:

The hourly per kWh price for the hour in which the Stand-by Energy is taken by
the Customer is the greater of:

i. $1,000
ii. S50/MWh calculated as:
((Stand-by Energy x (1+loss rate %)) x (.05 + 0.0040))*1.10
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SPECIAL PROVISIONS: (cont’d)

iii. 150 percent of the energy charge that would have resulted under the
calculation of RS 37 Energy Charge (i) in this rate schedule calculated as:

[((Stand-by Energy x (1+loss rate %)) x ((Mid-C x 1.5) + 0.0040))]*1.10

b. Special Provision 2 will not apply. The maximum demand recorded in the hour
during a Stand-by Penalty Period will be used in the current billing period’s
calculation of Billing Demand in RS 31 but will not set a ratchet that will be used in
the calculation of Billing Demand in RS 31 in future billing periods.

When Back-Up Service is taken in excess of the calendar year hourly limit or when Special
Provision 4 has been violated the Company will waive the penalty under the following
circumstances:

a. Anextreme or unusual circumstance as identified in the force majeure provision in the
Company’s approved tariff, Section 11.4 limits the self-generation of the Customer; or

b. A temporary reduction in customer generation, as a response to a system issue on the
Company’s system, which takes the Customer’s generation off-line.
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HISTORY OF SERVICE PROVIDED BY FORTISBC TO CELGAR

2000 General Service Agreement

2000: FortisBCand Celgarwere party to a General Service Agreement and attached Electricity
Supply Brokerage Agreement dated December 20, 2000 (2000 GSA). The 2000 GSA provided thatthe
price for energy up to a firm Contract Demand of 16 MVA would be calculated underRS 31. Inthe
event of a maintenance shutdown orfailure of the turbo generator, any back up source of powerto
meet the Mill’s total load of 46.5 MVA, above the firm 16 MVA RS 31 Contract Demand, wasto be
provided by FortisBCunderthe terms outlined in the 2000 ESA on a reasonable efforts basis.

o IfFortisBCis forced toacquire added resourcesto meet Celgar’s back up needs (in excess of
the 16 MVA) Celgarisrequiredto pay all actual added operating expenses (demand and
energy) plusanadder.

o Ifno additional costsare incurred back up powerin excess of the 16 MVA isbilled underthe
RS 31 energy charge (no additional demand charges).

2006 General Service Power Contract (unsinged)

2006: In 2006 Celgarstopped taking service under RS 31 and the 2000 GSA. On October 1, 2006,
Celgarstarted taking service underRS 33, which was a TOU rate, pursuantto the terms of a new
draft GSA and BA which was neversigned.

2008: In 2008 a second draftagreement was reached by the parties but withdrawn by FortisBC due
to the Order G-48-09 that approved BCHydro’samendmentto section 2.1 of RS 3808.

No Agreement

2009: In the 2009 Rate Design Decision the Commission determined that underthe current
circumstances Celgarwasineligible to take service under RS 33 and directed FortisBCto provide
Celgarservice underRS 31 effectivelanuary 2, 2011. Indoingthat the panel alsorecommended that
FortisBCand Celgarreconsiderthe options available for designing a practical and workable rate
schedule forCelgar.

2011: In 2011 Celgarfiled acomplaint with the Commission regarding how FortisBC was applying RS
31 demand charges and the failure of FortisBCand Celgarto complete a GSA. The Commission
determined that the unsigned 2006 GSA and BA did notapply and therefore there was no
pre-existing agreementin effect. The Commission put Celgaron RS 31 on an interim basis, beginning
March 25, 2011, and directed FortisBCto design a Stand-by Rate.

2011: Celgarand Fortis by way of a draft ESA datedJanuary 2, 2011 setout a Mill load of 45 MW, a
RS 31 Contract demand of 8 MWA and a non-firm Back-Up source of powerabove the RS 31
Contract Demand either delivered by FortisBC's, on areasonable efforts basis, from Non-FortisBC
sources (specifically excluding BCHydro’s RS 3808) or third party deliveries as arranged by Celgar,
when Celgaris selling power notin excess of its load.
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LIST OF ACRONYMS

BCOAPO British Columbia Old Age Pensioners’ and Seniors’ Organization etal.
Celgar Zellstoff Celgar Limited Partnership

draft GSA draft General Service Agreement

FortisBC FortisBCInc.

Language Submissions

Submission revived pursuantto Order G-46-15, Directive 2

Original Application

Applicationforapproval of anew set of rates, including a Rate Schedule 37
Stand-by Service Rate forits transmission voltage customers.

Panel Proposed Penalty

Penalty proposed by the Panelinthe Stage |l Decision

Penalty Submissions

Submissions revived pursuantto Order G-46-15, Directive 3

Revised RS 37 Revised Rate Scheduled by FortisBC as part of the Language Submission
RS 37 Rate Schedule 37Stand-by Service Rate

SBBD Stand-by Billing Demand

SBDL Stand-by Demand Limit

Stage | Decision

Decision onthe Original Application by Order G-67-14 (Stage | Decision) on
March 26, 2014

Stage Il Decision

Order G-46-15 and attached Reasons dated March 24, 2015 - Decisiononthe
Revised RS 37 Filing

Three RS 37 Components

Contract Demand; (ii) Stand-by Billing Demand (SBBD); and (iii) Stand-by
Demand Limit (SBDL)
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